
COMMONWEALTH OF KENTUCKY 

DPWORE THE PUBLIC SERVICE COMMISSION 

In tho Matter uet 

AN INVESTIGATION OF THE IMPACT OP I 

ADMINIBTRATIVE 
THE PEDERAL ENERQY REQULATORY i 
COMMISSION'S ORDER 636 ON KENTUCKY ) 
CONSUMERE AND SUPPLIERB OF I CABE NO. 346 
NATURAL GAS ) 

O R D E R  

IT IS ORDERED that the original and 12 copies of the followlng 

1nCormation shall be filed by the indlcated parties with this 

Commission no later than 20 days from the date of thls Order, with 

a copy to a l l  parties of record. If the lnformation cannot be 

providod by tho stated date, a motion Cor an extension of time 

should be submitted stating the reason a delay is necessary and a 

date by which the lzformatlon will be furnished. Such a motion 

will be consldered by the Commission. 

U n l e a ~  the question expressly states otherwise, the followlng 

quaations shall be answered by Columbia Gas of Kentucky, Inc. 

("Columbia"); The Union Light, Heat and Power Company ("Union") i 

Weatern Kantucky Gas Company ("Western") I Louiavllle Gas and 

Electrlc Company ("LGbE");  and Delta Natural Gas Company, Inc. 

("Delt8"). Other psrtiee to this QrOCeCding who wish to do so may 

provide answers to any o f  the following questions. 



1. To what oxtent on (L real-time barir, and in what manner, 

can the local diatribukion company ("LDC") offectivaly curtail 

aervlcc to n gao transportation customer? 

2. How doon tho LDC verify that an interruptible gas 

customer, whcthor n oaler  or transportation customer, has complied 
with an order to atop taking gae? 

3. Onco tho intaratate pipelines implement Order 636, doer 

the LDC antlcipat@ incraaoed difficulties or coot0 to curtail 

earvlce to an interruptible curtomer and to verify that the 

customer han in fact atoppod taking gar?  IC yen, explaln in 

detail. 

4. To what extant ham the LDC encountered problems with a 

gas tranaportatlon cuntomer which has refused to voluntarily 

lnterrupt ita gaa aupply? 

5. During 1991, 1992, and 1993, Cor each interruptible gar 

tariPf', how many cuatomera have been interrupted? 

6 .  How doca the LDC presently addreea imbalancee which oocur 

on ita ayotam duo to dicferencas between a gar tranrgortation 

cuetomar's deliveries and ltr actual takes? 

a r  DOOE tho LDC anticipate a need to alter this 

procedure due to Ordor 6 3 6 1  

b. To tho oxtont that addltlonal metering would 

eliminate imbalance prollemr, has the LDC conridered requiring 

transportation cuatomertr to purchaoe thelr own meters? 



7. Upon implementation oP Order 636, should tho LDCIs 

lntorruptible gas transportation customers be requlred to purchase 

standby service from the LDC? 

8. Do gas tranoportatlon customers have a ltriphtlt to 

transport gao on an interruptible basis without atandby service? 

9. Doeo the LDC currently provide standby service? IC i t  

does I 

a. Doe0 tho LDC intond to provide standby service in 

the future? 

b. How doos the LDC intond to provide it in the Puture? 

c. At what COEt to the Utility And CUPtOmer will 

standby service bc provlcled? 

d. 

will not be feasible? 

Is It posnlble th.rt the provision oP standby servlce 

10. What porcontage OP exloting gas transportation customers 

arrange for thelr own gas supply or have a party other than the LDC 

do SO? 

a. Are such customers also responsible for arranglng 

the necessary capacity on the approprlate plpellnes to aaaure 

dcllvory of thelr gas to the LDC's syotem? 

b. Wlth implementatlon of Order 636, does the LDC 

oxpect thls porcentage of customers to Increase? If not, why? 

c. What percentage of the total capaclty presently 

asslgned to the LDC from any lnterstate plpellne 1s needed Por thls 

group of customers? 
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11. If an LDC's gas transportation customera arrange their 

capacity on pipelines to have gas delivered to tho LDC's system, 

why would an LDC, upon implementation of Order 1336, need to 

maintain or acquire its own capacity on the same pipalines for such 

cuatomero? 

12. How many of its industrial end-users does the LDC 

conriider to be bypaso candidates and on what basis does the utility 

conclude that bypaos for much customera is feaeible? What are the 

volumes involved with each of those customera? 

13. TO what extent and in what manner has the LDC used 

marginal coot lncorinatlon to evaluate a potential bypass by one of 

ita industrial cuotomers? 

a. IC the potential bypaso customer's costs to bypass 

are less than the LDC's tariff rate, what options exist for the 

LDC? 

b. If the utility elects to offer a special contract 

rat@, should the rat@ be the LDC's marginal cost to deliver gas to 

tho cuotomer? 

c. What alternative rate design, specifically for 

transportation-only customers, would assist the LDC in competing in 

potontLal bypano eituatlons? 

14. OC the capaclty asoigned to the LDC by each of the 

interetate plprllnes to which i t  L E  interconnected, what percentage 

of each plpellne'o capm:ity waia not used during the month6 of 

January 1992 through March 1993:' 

a. Why was this capacity not used? 
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b. Did the L,DC pay demand or other charges to the 

pipeline(a) to maintain this capacity? 

C. Following implementation of Order 636, would the 

LOC, when capacity is not used but demand charges have been paid to 

secure it, release such capacity under the pipeline's capacity 

release program? If not, why? 

15. In the LDC's gas purchasing strategies, how important are 

flexible receipt and delivery points in acquiring a reliable and 

reasonably priced gas supply? Does the LDC have sufficient access 

to such points? 

16. Describe the requirements the LDC has on receipt and 

delivery points for gas which existing transportation customere 

deliver to the LDC's system. Will these requirements change once 

Order 636 is implemented? If yes, why and in what manner? 

17. If the LDC purchased some of its 1992 supply directly 

from local production in Kentucky, will such purchases increase due 

to Order 6 3 6 1  

a. Do any factors prohibit the LDC from increasing the 

amount of such purchases? 

b. If interstate pipelines utilize straight fixed 

variable ("SFV") rate design causing the costs for system supply 

deliveries via such pipelines to increase, would additional 

purchases of Kentucky produced gas decrease such costs? Explain. 

c. If local production prices have been tied to 

pipeline rates, how and when will the related volume# be repriced? 
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18. Are there regulatory disincentives to an LDC entering 

into a long-term gas supply contract? 

19. Should a large volume end-user, who arranges for 100 

percent of its own supply oP gas and uses an LDC'a facilities only 

for transportation purposes, be restricted Prom sales eervice Cor 

some period of time? Would such a requirement help the LDC in its 

gas supply planning under Ordor 6367 

20. Up to the present time, has the LDC utilined the gas 

futures market in its gas supply activities? 

a. Will the LDC's us0 of the gas futures market 

increase due to the impact of Order 6367 

b. How does utilization of the gas Puturea market help 

the LDC reduce costs or nilnimizi? risk? 

21. Does the LDC have an established "over-coverage" or 

safety margin above its peak day requirement to ensure that it has 

the best opportunity of meeting its obligation to serve? 

22. If implementation of Order 636  cause^ LDCs to face 

greater competition for large volume customers, what changes are 

needed in transportation rate design to meet increased competition? 

23. If the LDC continues to use interstate pipelines eor 

delivery of its gas, does it anticipate using storage service on 

such pipelines? If yes, will the LDC incur an Additional cost not 

previously included in its cost of gas? 

24. If the LDC has gas storage fields in Kentucky, owned by 

it or an affiliate, provide the following information: 
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a. List each storage field by name and location 

(county), and for each month of calendar years 1991 and 1992 the 

Mcfs of gas injected and withdrawn. 

b. What is the working capacity (total storage capacity 

less base gas) for each field? 

c. Describe how each storage field is used, including 

the extent to which each is used for purposes other than the LDC's 

system supply needs for its sales customers. 

d. On what basis will the LDC'a storage be used or 

provided as a service in the future? 

e. For calendar year 1992, what was the cost (per Mcf) 

to operate and maintain each storage field? How does this cost 

compare to the expected cost (per McP) to utilize storage service 

on each of the pipelines to which the utility is interconnected? 

f. Have transportation-only customers of the LDC 

requested access to the LDC's storage fields? Should LDCs with 

storage fields be required to provide access to end-users or other 

parties? Why or why not? 

25. Of the transportation services available from pipelinee, 

which service or services does the LDC anticipate using? When are 

contracts for these services anticipated? 

26. Summarize each intersl.ate pipeline's proposed capacity 

assignment as filed in ctrmp1iani:e with Order 636. 

27 .  Describe how each pipeline's proposed capacity assignment 

will affect the LDC's retention of sufficient firm capacity to 

serve its heat-sensitive load. 
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28. Is additional firm capacity available to the LDC from 

each pipeline? 

29. What impact wlll the capacity the pipolinrr propoae to 

assign to the LDC, the costs to malntain thir capacity, and the 

manner in which additional capacity wlll be acquired under Order 

636, have on the LDC's ability to expand its facilities (mains) to 

provide service to new customers, particularly additional heat- 

sensitive load? 

30. Could lack of available firm capacity rerult in a 

curtailment of new service connectionr? 

31. Of the capacity to be aosigned by the pipellne(r), what 

percentage is required for the LDC'n residential and #mall 

commercial customers (heat-sensitive load)? 

32. Of the LDC'S total throughput for calendar year 1992, 

what percentage was delivered via each pipeline to which the LDC le 

interconnected? 

a. Of the total throughput, what percentage was 

customer-owned gas delivered via each interstate pipeline? 

b. What percentage of customer-owned gae wae delivered 

on a firm basis? 

c. AEter implementation of Order 636, wlll the 

percentage of the LDC's throughput delivered via each pipeline 

represented by firm and interruptible transportation change? 

33. Will the LDC continue to need all the capacity assigned 

from interstate pipelines after implementation of Order 6367 Will 
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the costo to the LDC to maintain this amount oP capacity increase 
under Order 636? 

3 4 .  Describc each pipeline's proposed balancing requirements 

and penalties under Order 636. 

35. What additlonal costs have the LDC incurred from each 

pipeline due to lmbalances on the pipeline'm system attributable to 

the LDC? 

a. For each calendar year 1988-1992 inclueive, provide 

the amount of costs incurred. 

b. Does the LDC expect to incur mor0 such costs due to 

implementation of Order 6 3 6 1  

36. Describe the capacity release program proposed by each 

Does the LDC anticipate uaing capacity release and under pipeline. 

what conditions? 

37. will fmplementation of a pipeline'e capacity release 

program lncreaoe the level of competition the LDC Paces to provide 

service to its large volume end-users? 

a. How 8013s the LDC plan to meet increaeed competition? 

b. Do speclfic regulatory provisions hamper the LDC 

from competing? 

38. Describe the no-notice service proposed by each pipeline 

serving the LDC. 
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a. 

extent? At what cost? 

Do@s the LDC plan to use no-notice service? To what 

b. Will no-notice service allow the LDC to provide 

reliable service at a reasonable price to existing curtomars and 

meet future increases in demand? 

c. What amount of gas ie available under no-notice 

service and how does i t  compare to the LDC'e normal winter day and 

peak winter day requirements? 

d. In conjunction with no-notice service, does the LDC 

have access to the pipi,line's gas storage facilities and the 

ability to inject and withdraw its own gas in and from the 

pipeline's storage facilltieu? 

39. What pipelines are wik'iin reasonable proximity to the LDC 

to which the LDC is not c:urrently directly connected? 

40. It has been suggested that a monthly purchased gas 

adjustment ("PGA")  mechanism might be superior to the quarterly 

mechanism currently in place. What benefits and problems (30-day 

notice requirement, rate volatility, etc.) would be caused by a 

monthly adjustment in rates? To the extent that there are 

problems, how might they be eolved? 

41. To assess the reasonableness of an LDC's purchasing 

practices, should the Commission implement a generic reliability 

8 tandard? 

4 2 .  What data does the LDC currently maintain to document its 

purchasing practices? If a PGA review encompassed a more rigoroue 
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examination of purchaeing option8 and choicee, what is the full 

array of data that the LDC could maintain to documont ita 

purchaainp practicee? 

43. Whnt information will the LDC repuiro from potential 

aupplioro ( i . e , ,  quantity of proven reaervem, reliability history, 

credit reCer@nce, etc.)? 

4 4 .  Ha8 tho LDC developed a gae procurement manual or policy? 

If 00 ,  ptovlde a copy to the Commission. 

45. Io the LDC conaidering curtailment criteria other than 

and-uoo? 

4 6 .  Explain the impact of property taxes on gas in storage on 

the coot to LDCE of gurchamlng gas. Will this affect a l l  LDCs 

equally? How doon tho LDC propoee to recover these costs? 

47. HOW will PERC Order 636 affect the need f o r  LDCa to 

ongoga in integrated reoource planning? 

4 8 .  Explain whether LDCE should be engaging in an integrated 

rooourcc planning procoae, which considers all feAELbl0 demand-aide 

management ogtiono, welghs t h e m  options againet eupply-side 

optlono, and then determines the most cost-effective atrateglee f o r  

meeting the future gaa requirements of cuetomere. 

49. Doecrlbe the characterietics of an integrated reaource 

planning proceno that would beet meet the needs and requirementa of 

the LDCo and their cuetonisre. 

50 .  Describe tho extent to which integrated reaource planning 

and demand-olde management have alrerdy been implamented by the 

LDCQ. 
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The Collowinq gueatlons ehall bo answered by Columbiai 

51. HOW much O f  tho firm CApACity AllOCAted to Columbia by 

Columbia Qan Trnnomiaaion Corporation ("TCO") i o  attribut~ble to 

intraatatn utility nervice ("IUS") ourtomers? 

A .  Whlch cuatomera, either current or former, are 
raprerentsd hy the aPoronientionetd allocation? What i r  the Volume 

par customer? 

b. What options can Columbia offer these curtomers if 

thay elect to purchaae Lheir own gas? 

C. Can firm Capacity attributable to these customers be 

released to these cuntomers i f  they EO deriro? Would Columbia 

object to dolnq thin? IC 8 0 ,  on what baain? 

52. In its renponse to Item 13 of the Commission's January 

2 9 ,  1993 Order, Coluinbia l3tAtOs that it Will bear it. proportionat0 

share Of the coot Columbia QAE Distribution Companies ("CDC") 

incurn in hiring Additional personnel. Could the related benefits 

accruing to Kentucky ratepayers from CDC's syrtamwide gae 

procurament offorts be lees than would acorue to them if there were 

gas procuroment staff working eolely on their behalf? EXpl6Ln. 

53. In tho 8ame reaponre on pages 2 And 3 and in the recond 

paragraph of page 1, Le "Columbia" A reference to Columbia Gas of 

Kentucky or to CDC? 

54. What i o  the entimated cost to Columbia of the new SCADA 

oyotom? 
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The Collowlng queatlona shall be anawerod by Wrrterni 

55. DOaP Western's parent oompany, Atmor Enrrpy Corporrtlon 

( "AL inos" ) ,  purchaoe Its pan on a eymtemwlde basle or doer Wortrrn 
putcham its own gas axcluslvoly? If puroharing l r  on a ryrtrmwldo 
basla, could the related proportlonato banaflte nccrulng to 

Kentucky ratepayarn Prom Atmoe'r 6ystemwlde pan procuramont offorto 

bo Iaafl than would acorue to thrm 1.C there wcrr par proourrmont 

ataEP worklng aololy on thelr behalf? How will tho ooat of 

nddltlonal garaonnol and equlpment be shared7 

5G. In rnaponoo to Item 3 of the Commlaolon'r JrnU8ry 29, 

1993 Order, Western provided lnformatlon which rhows that four of 

Ita f l r m  gaa transportatlon contract. wlth T r x m  O r n  Trenrml~rlon 

Company ("Texae Gaa") "termlnate wlth the rervlos agreement ," 
Three of thnan contractu are Cor flrm rtandby. 

a ,  Does thln mean tho flrm rtandby orprolty ln t h e m  

three contracts wlll no longnr bo avallrble from Toxre Gar 

subeequent to 1mplenientiit.lon Of Order 6367 

b. What altnrnatlve arrangement. nerd to bo mrda to 

aeaura contlnued dellverlea uC the amount of gar rrprrrrnted by 

these three contracts? 

57, In raagonse to Item 4 of the ComlrsionL8 Jrnuary 2 9 ,  

1993 Order, Wefltern state6 that Its iarler and trrnoportatlon 

customer8 are llmlted In dellvary points to r rlnglo lntrrstste 

plpellne, elther Texaa Ga6 or TOnn8ESae Oar PlpO1hO Company 

("Tenneasee Gas"),  
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a .  floth Amorloan Naturrl Rrro~rooa ( t t A N R 9 1 )  and 

Mldwestern ass Tr8nsmlsllOn ('lMldwortorn") hrvo interotrts 

pipelines whlch pascl through 4 part of Wortrrn'o ryrtom, r r  woll o r  

orosslng eltlier Texas a a e ' r  or Tennsrsoo Orrtr plpollnr, Don't 

these plpellnes reprosant p o l . o n t l a l  dsllvory polntr both Cor 
Wostarn and soma oP ltrJ trrnrpiirtotlon-only ourtomoro? If not, 

why? 

b. Dascrlbe what sfforti Wrrtrrn hro mrdo to drtermlno 
tho fsnalblllty oP using althor the ANR or Mldwrrtorn plpollno Cor 

syatem supply needs. 

C .  Upon lmplementatlon of Ordrr 636, oould Wootorn 

Lnterconnsct wlth elther plpollno (arrumlnp any fedoral approval 

whlch elthar ANR or Mldwemtnrn may cequlre)? 

8 .  Would such lntoroonnrotr on rddltlonrl intorotato 

plpollnee bonoflt Western and It. ratrpryorr by provldlnp lnororrrd 

compatltlon to tho lnteretato plprllnrr wlth whloh Wootorn 

lntsrconnects7 

5fl, Also in response to Item 4 1  Wrrtrrn rtatrr that ita 

storsgo cspsbllltles, In conjunotlon wlth flrm eoloo  and 

tronsportatlon contracts wlth Texaa Oao and Trnnermr Oao, are 
nufflclent for Western's Clrm customerr' prak day drmrnd. How muoh 

a! Weetern's storage gas (IdentlCled a0 17.6 porornt of Wortorn'r 

aystsm supply purchases ros JanU8ry 1993) WBO dollvorrd vla Toxra 
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Gas and the transportation contracts which q'tarminate with the 

service agreement"? 

59.  Western states that 33 percent of its gas aupply comes 

f rom "non-pipeline" sources. 

a. What percent of thin gas is delivered via one of 

Toxas Oaa's "unbundled" standby transportation service contract83 

b. Will Western need to replace this capacity upon 

Order 636 implementation? If yes, how does it plan to do so? 

The following questions shall be answered by Delta: 

60. In response to Item 4 of the Commis8ion's January 29, 

1993 Order, Delta states that its purchasing practices eor the 

northern divisian of its system will change due to Order 636 in 

that i t  will contract for storage capacity and transportation to 

end-users from storage. 

a. Which pipelines does Delta anticipate using for 

utorage? 

b. Does Delta anticipate developing or expanding ita 

own gas storage? 
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Don@ a t  Frankfor t ,  Kantuoky, thlm NEII dny of Jiincl, lW'3a 

PUDLIC mnvIcE COMMZRBION 

ATTEST I 

Executive Director 


